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TheDF,ＡＤＦａｎｄＣＲＤＷｓｔａｔｉｓｔｉｃｓａｒｅｕ８ｃｄｉｎｃonjunctiomwiththcEngle‐ 
GrauDger（1987）test､TheMaxandTmcestatisticsa塵theJohansen（1988）tcst
statistics､ThcZstatisticsaⅡ己thcPhiIlips-Ouliaristeststatistics・Ｔｈｅ５％critical
valuesa正asfbUows:ＤＥＡＤF=-3.39,CRDＷ=0.386,Max=14.90,Tmce＝17.95,ユー-2148,2`＝-3.27.
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*SigniIicantatthe5％level・ＨａＣＲａｎｄＹＲａｒｅｒ℃spcctivelytheratiosofproducerprices，
consumerprlccsandrcalincomes・Thetstatisticsa配giveMbrtheindividualcoeffHcicnts
７b,．…，両。
leveLThisresult,whichisvalidfbrproducerasweUasconsumerpnces,meansthat 
pricesinBritamandtheU.Ｓ・werenotlinkedbyalong-runrelationshipandthatthey
driftedwithoutboundfromeachother・Ｉｎｔｈｉｓｃａｓｅ，theclosecolTelationbetween
priｃｅｌｅｖｅｌｓａｓｓｈｏｗｎｂｙＦｉｇｕｒｅ２,Ｆｉｇｕｒｅ３ａｎｄＴａｂｌｅｌmaybeinterpretedasspumous 
corrdation，Thus,thehypothesisofacommonpricelevelunderthegoldstandardis 
rejected 
Table5rCportstheresultsofbivariatecausalitytesting、A11owancefbrcontem‐
poraneouscausalityismadeinthemodelspecificationbecauseboththepriceandthe 
lncomeadjustmentmechanismsrequirebidirectionalcausality.，Thefirstsetofre-
sultsmdicateslittleevidenceofcausalityfrompricestothecunPentaccount(theprice 
adjustmentmechanism)．OnlyonecaseshowscausalityrunningfromUS・Consumer
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Table6MultivariateCausalityTest 
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pricestothecurrentaccount・Ｔｈｅｓｅcondsetofresultsshowsthatthereisevidence
fbrcausalityrunningfromtheproducerpnceratiototheU.Ｓ・currentaccountinone
caseonly，Thethirdsetofresultsshowssomeevidencefbrcausalityfromthecurrent 
accounttoproducerpricesinbothcountries・Crosscountrycausalitytestingpro‐
ducedsomeevidencefbrcausalityrunningfromU.Ｓ・ｉｎｃｏｍｅｔｏＢｒｉｔａｍ，scurrent
account,possiblyreflectingU・SdemandfbrBritishexports，Thelastsetofresults
showsthatcausalityranfromBritain，scurrentaccounttoincomeinbothcountries・
Theseresultsingeneralshowhighlyfragmentedevidencefbrtheworkingoftheprice 
andincomeadjustmentmechanisms・Theyalsoshowasymmetryasreflectedinthe
difTbrencebetweentheresultsrelatedtoBritainandtheUS、
Thepossibilitythatneedstobeexammedhereisthatwhilethepriceandincome 
adjustmentmecha､ismsarenotinfluentialmdividually,theymightbesojointly・To
testthishypothesisthetechniqueofmultivariatecausalitytestingisused（seefbr 
example,Hamilton,1983)．Inthiscasewetestwhetherornotpricesandincomes 
jointlycausethecurrentaccount・Theresultsofthistest,whicharereportedinTable
6,showthatUS.(producerandconsumer)pricesandincomejointlycausetheUS、
currentaccount・ForBritainthereissomeevidencethａｔｗｈｅｎｔｈｅｔｗｏｐｒｉｃｅｌｅｖｅｌｓ
andtwoincomevariablesareputtogether，theycausethecurrentaccount・These
resultsarestrongerthanthosepresentedinTable5,andtheysupportthehypothesis 
thatadjustmentinthebalanceofpaymentstakesplaceviapriceandincomechanges， 
andnotviathefblmeronlyaspredictedbyclassicaleconomictheory． 
Ｖ･Conclnn罰ｏｎ
Theempiricalevidencepresentedmthisstudysuggeststhefbllowingcon-
clusions・FiI君t,thepriceadjustmentmechanism（thepricespecieflowmechanism）
ｏｎｉｔｓｏｗｎｗａｓｍａｄｅｑｕａｔｅｔｏｍａｍｔａｉｎｐaymentsequilibriaunderthegoldstandard： 
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theroleoftheincomeadjustmentmechamsmwascomplementary・Thisfinding
shouldnotbeinterpretedtoimplythattheroleofinterestratesandotherfactorswas 
unimportant・Second,therewasnosuchthingasacommonpricelevelunderthegold
standardaspricelevelsinBritainandtheU・Ｓｗｅｒｅｆｂｕｎｄnottobecointegrated，
Finally,therewasconspicuousasymmetryinthesystemreflectmgtheimportantrole 
playedbyBritainunderthegoldstandard・Oneconclusionthatcanbederivedfrom
theresultsandsafelystatedisthatthegoldstandarddoesnotprovideamagical 
fbrmulatosolvetheworld,Sｃurrentmonetaryandeconomicproblems，particularly 
inperiodsofextremeintranquilities，Afterall,themiracleofthegoldstandardwas 
amyth． 
Notes 
Aninterestingaccountofthegoldstandardrestorationdebateofthel920sispresented 
byBarkai（1993)． 
Inthel980sacombinationoffnctorsattractedrenewedinterestinthegoldstandardln 
additiontothegeneraldissatisfactionwithexchangeratevolatility，otherfactorsin-
cludegreateracceptanceofthemonetaristtheoriesofinHation,“back-to-basics”politi-
calattitudesthatsupportedthedisciplineimposedbymarketfbrces,andtheelectionof 
PresidentReagaｎｗｈｏｓｕｐｐｏｒｔｅｄｔｈｅｒｅｔｕｍｔｏｔｈｅｇｏｌｄstandardlnl981，theReagan 
administrationappointedtheGoldCommissiontoevaIuatetheoptionofreturningto 
gold 
Strictlyspeaking,ｔｈｅＵ・ＳｗａｓｎｏｔｏｎｔｈｅｇｏｌｄｓｔａｎｄａｒｄｂｅｆｂｒｅｔｈｅＣｉｖilWar・The
adoptedsystemwasabimetallicstandard，butwithgoldbeingundewaluedtheU.Ｓ・
wasde/izaoongold 
Grubel（1977,ｐ433）emphasisesthisrolebystatingthatBritain“dominatedworld 
tradeandfinanceasnoothercountryhassince"、ASymmetryisalsonotablewith
respecttotheinterestrateelasticityofprivatecapitalflows（NeuburgerandStokes， 
1979)． 
Inthejargonofmodemeconometrics,pricelevelsofindividualcountriesshouldbe 
cointegrated・
Anotherfactoristhenationalsupplyofcreditmoney・Thisfactor,accordingtoGrubel，
(1977,ｐ431）lessenedtheone-to-onelinkbetweenchangesinthegoldstockandthe 
moneysupply 
Theexactdefinitionsofthevariablesareasfbllows・BbisBritain,scurrentaccountin
millionpounds;Ｂ幽istheUS・currentaccountinmilliondollars;BisBritain，spro-
ducerprices（1980＝100,theindexcoversmaterialsandfilelpurchasedbymanufactur‐ 
ingindustryandoutputofmanufacturedproducts)；ＥｉｓＵ.Ｓ・producerpnces
(1980＝100,theindexcoversallcommodities)；CbisBritain,sconsumerpnces 
(1980＝100,theindexcoversallitems)；ＣｕｉｓＵＳ､consumerprices（1180＝100,the 
indexcoversallitems)；YBisBritain，sgrossdomesticproductatmarketpricesinbillion 
poundsatl985prices;and】GisUS・grossnationalproductatmarketpricesinbillion
dollarsatl982prices・
See,fbrexample,GoldsteinandKhan（1976)． 
Ｆｏｒexample,anautonomouschangethatcausesadeHcitinthebalanceofpayments 
willrcsultingoldoutHowandconsequentlymonetaIycontractionanddeflationwhich 
willberefIectedonthebalanceofpayments・Similarly，anautonomousincrCasein
exportswUlhaveanexpansionaryeffbctonthｅｄｏｍｅsticecOnomy，leadingtoanln-
creaseinimportsandthatwillbereflectedonthebalanceofpayments・ThuS,thereis
bidirectionalcausalitybetweenthebalanceofpaymentsonthｅｏｎｅｈａｎｄａｎｄｐｒｉｃｃｓａｎｄ 
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incomeontheother・Ｉｎａｎｙｃａｓｅ,trialwithamode1speciflcationthatdoesnotallow
fbrcontemporaneouscausalitydidnotproducequalitativelydifferentresults． 
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